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TAGS: EADI, ECON, EEIN 

SUBJ: INDONESIA'S RESERVES AND AID 

1. SUMMARY: IN CONVERSATION WITH ME AUGUST 9, 

MINISTER OE DEVELOPMENT WIDJOJO SAID INDONESIA PLANS 
USE NEW REVENUES TO BUILD UP BALANCES, STOCKPILE CERTAIN 
COMMODITIES, MEET COST OVERRUNS OE CURRENT PROJECTS, 
ACCELERATE NEEDED PROJECTS, INCLUDING EXPANDED SOCIAL 
AND EDUCATIONAL PROGRAMS, AND INCREASE MILITARY PURCHASES. 
GOI ESTIMATES EOREIGN CREDITS, ALTHOUGH ON LESS CONCESSIONAL 
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TERMS, WILL STILL BE NEEDED. END SUMMARY. 
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2. IN MEETING WITH INDONESIA'S MINISTER OE DEVELOPMENT 
WIDJOJO AUGUST 9, 1 NOTED EMPHASIS PRESIDENT SUHARTO AND 
MEMBERS HIS GOVERNMENT STILL PLACED ON CONTINUING EOREIGN 
"ASSISTANCE ' AND THAT THIS SEEMED DIFEICULT TO RECONCILE WITH 
ESTIMATES FROM SEVERAL SOURCES OE SUBSTANTIAL ANTICIPATED UN- 
COMMITTED BALANCES THIS YEAR EROM INCREASED OIL REVENUES, 
ESTIMATES WHICH RANGED EROM $1.5 BILLION UPWARDS. 

3. WIDIOIO SAID HE UNDERSTOOD PROBLEM. EACT WAS THAT 
INDONESIA HAD CLEAR PLANS EOR USE THESE RESOURCES, 

BUT PLANS NOT YET EULLY DEVELOPED AND EXPENDITURES 
SUPPLEMENTAL TO CURRENT BUDGET DID NOT NEED BE ANNOUNCED 
FORMALLY TO PARLIAMENT UNTIL END OE INDONESIAN EISCAL YEAR. 

4. INDONESIA PLANNED USE NEW REVENUES AS EOLLOWS: 

A. TO BUILD UP "NORMAL" FOREIGN EXCHANGE 
RESERVES OE COST OF FOUR MONTHS IMPORTS WHICH WIDIOIO 
ESTIMATED AS REQUIREMENT EOR $1.6 BILLION IN RESERVES; 

B. TO INCREASE SUPPLIES OE ESSENTIAL SPPLIES 

SO INDONESIA WOULD BE LESS VULNERABLE TO CHANGING 
CLIMATIC OR MARKET CONDITIONS. HE MENTIONED RICE, 

COTTON, EERTLIZER, CEMENT, AND STEEL RODS AS EXAMPLES. 

C. TO PAY COST OVERRUNS OE DEVELOPMENT PROJECTS 
WHICH CANNOT BE MET BY OTHER SOURCES OF FINANCING. 

FIGURE CURRENTLY BEING ESTIMATED BUT COULD RUN AS 
HIGH AS HALE BILLION DOLLARS. 

D. TO SPEED UP IMPLEMENTATION OE CERTAIN BADLY 
NEEDED PROJECTS IN SECOND EIVE YEAR PLAN. HE MEN- 
TIONED EXPANSION OF TANJUNG PRIOR (JAKARTA) PORT 
AND IMPROVEMENT ACCESS ROADS TO JAKARTA AS HAVING 
HIGHEST PRIORITY. 

F. ACCELERATED ACQUISITION OF NEEDED MILITARY 
EQUIPMENT, TAKING INTO ACCOUNT RELATIVE NEGLECT OE 
MILITARY DURING EIRST EIVE YEAR PLAN. WIDJOJO 
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DID NOT GIVE EIGURE, BUT ASKED ME IN DETAIL ABOUT 
VARIOUS METHODS ACQUISITION U.S. EQUIPMENT, INCLUDING 
GRANT MAP, EMS, AND DIRECT PURCHASES. 

5. WIDJOJO THEN EXPLAINED THAT, GIVEN INDONESIA'S 
GREAT NEEDS, GOI WAS ACKNOWLEDGING NEW REVENUES BY 
NEW POLICY, ANNOUNCED AT LAST IGGI MEETING, OE SEEKING 
LESS CONCESSIONAL "ASSISTANCE." INDONESIA COULD 

NOT SAY THAT ITS NEEDS EOR CONCESSIONAL ASSISTANCE 
WERE ENDED BECAUSE SOME COUNTRIES, SUCH AS AUSTRALIA 
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STILL WISHED PROVIDE GRANT AID AND INDONESIA WISHED 
TAKE EULL ADVANTAGE OE POSSIBILITES OF MIXING CON- 
CESSIONAL AND LESS CONCESSIONAL AID. HE MENTIONED 
CANADIAN POLICY AS ONE WHICH PERMITTED MIXTURE 
OE EXPORT CREDITS, NORMAL CONCESSIONAL AID, AND COM- 
MERCIAL CREDIT. 

6. IN THIS CONNECTION, WIDJOJO SAID THERE HAD BEEN 
SPECULATION ON POSSIBLE POLITICAL SIGNIEICANCE IN 
EOREIGN MINISTER MALIK'S RECENT TOUR OF EASTERN 
EUROPEAN COUNTRIES. EXPLANATION, HOWEVER, WAS SIMPLE. 
IN 1971 SOVIET UNION AND OTHER EASTERN COUNTRIES HAD 
OEFERED CREDITS TO INDONESIA ON HARDER TERMS INDONESIA 
COULD NOT THEN ACCEPT. WHEN INDONESIA CON- 
CLUDED IT COULD ACCEPT CREDITS ON HARDER TERMS, 
PRESIDENT SUHARTO RECALLED THESE EARLIER OEEERS AND, 
GIVEN ANTICIPATED DECLINE IN IGGI HELP, WANTED TO 
DETERMINE WHETHER THESE OEEERS STILL OPEN. SO FAR, 
RESPONSE OE SOCIALIST COUNTRIES, HOWEVER, HAD NOT 
BEEN EULLY SATISFACTORY. 

7. WIDJOJO SAID, IN ANSWER TO QUESTION, HE 

WAS AWARE OE INELATIONARY ASPECTS OE ANTICIPATED 
EXPENDITURES. THIS WAS WHY GOI WISHED TO CONTROL 
PLANS TIGHTLY AND TO PUT AS MUCH EMPHASIS AS 
POSSIBLE ON ACQUISITION STOCKPILES WHICH COULD 
BE USED TO KEEP COSTS DOWN. HE ALSO SPOKE OF 
ULTIMATE NECESSITY TO REDUCE CURRENT SUBSIDIES ON 
ESSENTIAL COMMODITIES, WHCIH ALSO INCLUDED IN GOI'S 
THINKING. 
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8. WIDJOJO SIAD HE DID NOT ANTICIPATE GOI WOULD 

SET FORTH ANY DETAILED PLAN EOR EINANCING OP SECOND 
PIVE YEAR PLAN, BUT WOULD PLAN ON YEAR TO YEAR BASIS 
WITH PROJECTS IN PLAN AS STARTING POINT. 

9. COMMENT: WIDJOJO'S OUTLINE WAS CLEAREST EXPLANATION 
I HAVE HAD OP HOW INDOENSIA PLANS DEAL WITH NEW 
REVENUES AND WHY EMPHASIS STILL CONTINUES ON NEED EOR 
EOREIGN CREDITS, IP NOT CONCESSIONAL AID. SEVERAL 
ITEMS IN WIDJOJ PLAN, HOWEVER, INCLUDING BUILD-UP 

OP RESERVES, STOCKPILING, AND OVERRUNS ARE SHORT- 
TERM. IF SUBSIDIES ARE REDUCED AND INDONESIA GROWS 
AND MANUPACTURES MORE AND MORE ITEMS NOW BEING 
IMPORTED, EVEN GREATER QUESTION OP RELATION TO REVENUES 
VERSUS NEED EOR FOREIGN CREDITS LIKELY ARISE IN PUTURE 
YEARS. 

NEWSOM 
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